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NOFORN 

E.0. 11652: GDS 

TAGS: PFOR, EFIN, EAID, EEC, NK, CH 
SUBJECT: NORTH KOREAN DEBT 

REF: PEKING 998 

1. MOST OF THE FOLLOWING INFORMATION WAS PROVIDED BY KEVIN LIDDY, 
AUSTRALIAN COMMERCIAL COUNSELOR, WHO HAS RECENTLY SPENT 

TWO WEEKS IN PYONGYANG, AND HAS NOT YET REPORTED THIS MA- 
TERIAL TO CANBERRA. ADDRESSEES SHOULD NOT DISCUSS REPORT 
WITH NON-US NATIONALS. 

2. LIDDY ESTIMATES THAT TOTAL NORTH KOREAN DEBT TO NON- 
COMMUNIST CREDITORS IS FROM $800 TO $1,000 MILLION, DIVIDED 
AS FOLLOWS: JAPAN, $500 MILLION, EEC, $200 MILLION (FRENCH 
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ESTIMATE WAS $300 MILLION); SWEDEN. $30 MILLION, FINLAND 
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$10-20 MILLION, AUSTRALIA, $10-12 MILLION. AT THIS 
TIME, NONE OF THESE DEBTS IS BEING SERVICED. SEVERAL 
JAPANESE AND EUROPEANS ARE IN PYONGYANG IN ATTEMPT TO 
COLLECT A PART OF DEBT, BUT NONE IS BEING SATISFIED. 

HE HAS HEARD THAT IRAN HAS OFFERED $200 MILLION IN 
SHORT-TERM CREDITS WHICH MAY RESULT IN TOKEN PAYMENTS 
LIDDY SAID THAT THE TEAM SCHEDULED 
TO VISIT EUROPE TO DISCUSS DEBT RESCHEDULING (REFTEL) 

HAS NEVER LEFT PYONGYANG, AND HE DOUBTS THAT IT WILL. 

3. LIDDY SAID THAT ON ONE SHIPMENT OF AUSTRALIAN WOOL, 

THE DPRK FOREIGN EXCHANGE BANK HAD GONE SO FAR AS TO 
REVOKE AN IRREVOCABLE LETTER OF CREDIT. MOREOVER, IN 
AT LEAST ONE CASE THE DPRK HAS ISSUED FALSE BILLS OF 
LADING ON NON-EXISTENT SHIP, COLLECTED FROM IMPORTER, 
AND SHIPPED MONTHS LATER. DESPITE THESE "IMMORAL" 

ACTS, HE SAID, THERE ARE JAPANESE, AUSTRALIAN, AND 
SCANDINAVIAN TRADERS IN PYONGYANG WHO HAVE RECENTLY 
SIGNED CONTRACTS FOR DELIVERY OF A LARGE VARIETY OF 
PROJECTS. 

4. NORTH KOREAN DEBTS TO COMMUNIST COUNTRIES ARE 
MUCH LARGER. LIDDY WAS TOLD IN PYONGYANG THAT THE 
NORTH KOREANS ARE NOT SERVICING THEIR DEBT OF 6 MILLION 
RUBLES TO THE USSR. HE HAD NO INFORMATION ON 

THE PERHAPS SUBSTANTIAL AMOUNTS OWED TO EASTERN 
EUROPEAN COUNTRIES. 

5. AN IMPORTANT OBJECTIVE OF KIM IL SONG'S TRIP TO 
CHINA AND EASTERN EUROPE, ACCORDING TO LIDDY, WAS 
ADDITIONAL CREDIT. HE WAS TURNED DOWN IN ROMANIA AND 
WAS NOT PERMITTED TO VISIT THE USSR BECAUSE HE WISHED 
TO DISCUSS ADDITIONAL CREDITS. RESULTS OF HIS VISITS 

TO OTHER EASTERN EUROPEAN COUNTRIES ARE NOT YET KNOWN. 
THE ONLY SUCCESS ON THE TRIP, HE SAID, WAS IN PEKING, 

WHERE THE CHINESE NOT ONLY CANCELLED ALL OUTSTANDING 
DEBT TO THE PRC, BUT OFFERED AN ADDITIONAL CREDIT OF 
$150 MILLION TO THE DPRK. AN INDIAN SOURCE SAYS THAT 
MILITARY EQUIPMENT WAS INCLUDED IN THE CHINESE PACKAGE, 
AND THE SOVIETS TOLD THE BRITISH EMBASSY THAT IT TOTALLED 
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6. LIDDY BELIEVES THAT THE DPRK IS FOR PRACTICAL PUR- 
POSES BANKRUPT IN FOREIGN EXCHANGE TERMS. ALTHOUGH IT 
HAS SUBSTANTIAL EXPORTS, IT HAS BEEN LIVING FAR BEYOND 
ITS INCOME, AND HAS NOW EXHAUSTED ALL AVAILABLE SOURCES 
OF CREDIT. HE FEARS THAT THE NORTH KOREANS, WITH THEIR 
BACKS TO THE FINANCIAL WALL, WILL BE UNWILLING TO MAKE 
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THE SACRIFICES NECESSARY TO RESTORE THEIR 
CREDIT- WORTHINESS, AND MAY SEEK RELIEF IN MILITARY AD- 
VENTURISM. 

7. WE HAVE NOT GIVEN THIS MESSAGE WIDER DISTRIBUTION 
SINCE WE ARE CHECKING OUR FURTHER SOURCES ON THIS DEBT. 

IN THE MEANTIME, WE WOULD APPRECIATE ANY INFORMATION 
AVAILABLE TO THE DEPARTMENT ON THE NORTH KOREAN FOREIGN 
EXCHANGE POSITION. BUSH 
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